DEPARTMENT OF LOCAL AFFAIRS
FY 2008-09 JOINT BUDGET COMMITTEE HEARING

Departmental Goals and Objectives

1. What are your department's principal goals and objetives? What are the metrics by
which you measure success or failure?

The overall mission of the Department of Local Aas to “Strengthen Colorado
Communities.” To that end, the Department is rasgme for building community and
local government capacity by providing training;heical, and financial assistance to
localities. The Department achieves this through divisions: the Division of Property
Taxation, the Board of Assessment Appeals, thesiimiof Housing, the Division of Local
Government, and the Division of Emergency Managémen

The Division of Property Taxation’s objective isdoordinate and administer the
implementation of property tax law throughout tketess 64 counties. Colorado citizens
depend upon property tax revenues to support irmpbpublic services, so the Division of
Property Taxation strives for equitable and coesisapplication of property tax laws with
up-to-date publications, education/training oppoitias and accessible technical expertise.

One of the performance measures of the DivisioBroperty Taxation is to provide on-site,
telephone and e-mail assistance to help Coloradotg@ssessors fulfill their operational
objectives. To fulfill this responsibility, the sion will field approximately 6,000 contacts
by either telephone or email during FY 2007-08.isTdquates to approximately 80 days of
customer service. This performance goal is in@@atightly from the previous fiscal year
in which 5,586 telephone calls or emails were gélavhich equated to 76 days of service.

The Board of Assessment Appeals is a quasi-judimdly whose objective is to conduct fair
and impartial hearings on real and personal prygpaxt protests. Board members are
required to be licensed appraisers. Taxpayersevblagms that are adjudicated by the
Board of Assessment Appeals avoid expenses incuinet they seek remedies from
District Court. By the same token, hearings coneliby the Board of Assessment Appeals
reduce the workload of the state judicial syst@rhe Board of Assessment Appeals is
working to reduce the backlog of unscheduled daciethe end of each two-year cycle to
400 by fiscal year 2008-09. These improvementsreaded to improve customer
satisfaction.

The Division of Housing'’s objective will focuses tite development of needs assessments
and community/regional strategic plans for affotddinusing throughout the state. This
focus will assist in resource allocation and lanakstment in options that address needs
that respect the role of the market in housingadtives for Coloradans. The Division of
Housing will continue to provide leadership as avamer of housing stakeholders in
Colorado. The Division of Housing is striving toraually reduce the number of rent
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burdened households in the state by 1% or 480 holdsein fiscal year 2007-08 to a total
number of 47,484 households. Families who pay rti@e 30 percent of their income for
housing are considered rent burdened and may h#ieelty affording other necessities
such as food, clothing, transportation and mediag.

The Division of Local Government provides technigssistance to local governments in
such areas as budget development, purchasing, dapiics, land use planning, and the
statutory requirements of elected officials. lali&idn, this Division distributes monies
through programs like the Conservation Trust Fumil@ommunity Services Block Grant
programs, and through competitive grants prograkedimited gaming program and impact
grants program. The objective of this Division“M/ith stakeholders, create a strategic
direction for the Division of Local Government tapport livable communities throughout
Colorado.” In order to pursue this objective, Bigision plans to implement new metrics
for severance tax and federal mineral lease fumdsdist in the distribution of local
government grant assistance.

The Division of Emergency Management provides &ast® to local governments in
emergency preparedness and response and managksrikand Security Grants program.
The objective of this Division is: “With stakeholdecreate a strategic direction for the
Division of Emergency Management that adds valdedal response to emergency
situations, using an all-hazards approach.” Im#of non-disaster related events, this
Division provides technical and grant support assistance to local communities in
emergency management, emergency services andrelsiied areas, by the use of outreach,
training, exercises, monitoring and technical @asrs visits. The Division of Emergency
Management anticipates that they will respond jiriadiction’s request for technical or
grant assistance within five business days, 100%eftime.

2. Given the change in the Administration, have therdeen any changes to your
department's principal goals and objectives sinceabt year?

The Division of Housing has undergone strategiampilag and developed a proactive model
to help address the escalating housing foreclossiee facing the state. The Division of
Local Government (DLG) is making changes to thedotpgsrants Programs to incorporate
recommendations from the 2007 Interim CommitteeAdincation of Severance Tax and

Federal Mineral Lease Revenues and its workgroup faoam the Office of the State

Auditor. The Department is proposing a new progfamability Counts” as a broad based

community model to address sustainability on trealldevel. The Division of Emergency

Management has invigorated the Senior Advisory Cdteen to set strong strategic
Homeland Security priorities and funding strategies

3. What progress did you make during the last year irachieving your goals?

The Board of Assessment Appeals completed implestientof a program to reduce the
total number of hearings required to address teeload and therefore to reduce the
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Board’s backlog of unheard dockets. This programatthes” appeals filed on the same
property for the two separate years of an appeaé@nd schedules a single hearing for
both dockets. This process has reduced the nuofilearings scheduled and the Board’s
backlog by almost 400 cases. It has also reddeetrme and expense for both petitioners
ard counties.

The impact grants programs appropriated within Divsion of Local Government have
new metrics developed for use in the distributidnfumds. New grants processes and
requirements are being designed.

The Division of Housing has supported the StatedituBoard role in providing leadership
and policy direction. Board members are experidracel well educated participants in the
fields of nonprofit housing development, state bowdl government, mortgage lending,
philanthropy, real estate, law and related protessi The Board established three new
policies: (1) energy efficiency; (2) the frequerafyupdates to benchmarks for costs, ranges
and reserves; and, (3) the conditions for awardffmydable housing loans or grants to non-
profit and for-profit organizations. In additiaine Board reviewed and made minor updates
to existing policies on affordability periods andit+ability of the affordable housing

projects that the Division of Housing funds.

4. How is the additional money provided to your depannent in FY 2007-08 being used to
achieve your goals? What improvements is your depianent making in its outputs?

.2 FTE Waste Tire The additional spending authar@me from HB0O7-1288.

$732,565 This bill has allowed the Departmenravide additional
clean-up grants and meet the increased workload
requirements. With the addition of the 0.2 FTE, th
Department is able to provide better customer seroy
expanding direct assistance to local applicantsgaadtees.
Such services include assistance with completiag th
application, referrals to previous grantees fowter
references and information on program resources.

$123,324 Housing Grants  These General Fund dallars specifically used to support
the creation of seventeen (17) housing units foomically
homeless, extremely low-income seniors (30% of Area
Median Income or less) in the downtown Denver éneaugh
a unique leasing arrangement with a private sqxtagerty
owner.

$5,500,000 CTF These funds are a formulaic distidin to local governments

with no additional programmatic funds coming to the
Department.
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$242,810 Gaming Grants The additional grant fundsreyailable to local governments
for infrastructure and public safety projects.

5. Please identify your department's three most effeste programs and your three least
effective programs. Explain why you identified then as such. Explain how your most
effective programs further the department's goals.

The Department of Local Affairs’ three most effgetiprograms are: Board of Assessment
Appeals, Division of Property Taxation and Affortablousing.

Goal #1) Ensure equity for taxpayers and compliangth constitutional and
statutory revenue limitations and budgetary prastiof local governments in
Colorado.

The Board of Assessment Appeals hears appealsoperty taxpayers of decisions of
county boards of equalization, county boards of migsioners, and the property tax
administrator on valuation of real and personal pprty, abatement of taxes,
exemption or state assessed properties. Approgiynad,100 cases have been
appealed to the Board in each of the last 2 bi¢ma&ppraisal cycles. Providing an
impartial forum for review of property valuation lps to ensure property valuation
equity across the state.

The Division of Property Taxation provides trainimggulation, coordination, and
administers the implementation of property tax throughout the sixty-four counties.
In addition to extensive training of county assessassessors' staff, and other county
officials by the Division of Property Taxation, saide review and analysis of all
taxable property values is necessary to deternieeappropriate assessment ratio in
accordance with the constitution. They also preuichely and uniform valuation of
state assessed company operations in Coloradoewewapplications for initial
exemptions and monitor continuing exemptions tmatgranted for properties owned
and used for religious purposes, strictly chargapurposes, and private schools
statewide.

Goal #3) In an efficient and timely manner, helpalbocommunities achieve their public-
purpose goals by providing technical assistancacees along with formula-based and grant
revenues from state and federal government sources.

The Division of Housing (DOH) encourages the prditucand preservation of
adequate, safe and sanitary housing for lower ircbauseholds that cannot afford
housing supplied by traditional private market agghes. The DOH has a production-
oriented approach to affordable housing developrientigh its grant approval
processes. Careful analysis of Colorado’s popaativages, and housing supply has
shaped the Division of Housing'’s priorities for @stment in affordable housing efforts
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statewide. The DOH underwriting process focuseways to reduce costs, leverage
other funds, and serve a range of household typesnaomes in all geographic areas of
the state. DOH also regulates and provides teahagsistance for the manufactured
housing industry from the manufacturing of unitshe plant, to registering dealers, to
inspecting the completed unit and the installatbaonits on-site.

The three least effective programs that the Departninas include: the Moffat Tunnel,

Enterprise Zone program and Workforce Developmemfhese three programs are least
effective at meeting the Department’s overall nwsswhich is “Strengthening Colorado

Communities.”

6. Are there programs that your department is requiredto perform that do not further
your department's goals or have outlived their usefiness? If so, what are they and by
who are they required? Why don't they further your department's goals?

The Department of Local Affairs is required to adisier the Moffat Tunnel Improvement
District and this function is not related to theeaadl mission of the Department. In addition,
the Department oversees a portion of the Work FDeelopment Council operation and a
portion of the Enterprise Zones program. Thesetlas programs are largely operated by
other agencies of the State.

The Department of Local Affairs has been legiskincharged with the administration of
the Moffat Tunnel Improvement District. In C.R3&-8-124.3, the Department has “the
power to enter into contracts with persons and withate and public corporations for the
right to use the tunnel for the transmission of pgvior telephone and other communication
lines, for railroads and railway purposes, andaioy other purpose to which the same may
be adapted.....” The Moffat Tunnel is, in essenperated as a public right-of-way for
telecommunication needs and for rail transportatieads. This is the only special district
that the Department operates and is also the ardijqright-of-way the Department
oversees. Other agencies may be more alignechtoestier these types of functions.

C.R.S 24-46.3-101 established the Work Force Dgveémt Council and the Office of
Work Force Development within the Department of &losffairs. The Work Force
Development Council and the Office of Work ForcevBlepment have a strong partnership
with the Department of Labor and Employment in a@gien of the “one-stop career centers”
because the Council establishes the policy. Tleeatvfunction might be more effective if
the Council and the Office of Work Force Developineare co-located at the Department
of Labor and Employment.

In regard to Enterprise Zones, C.R.S. 39-30-108iges that the Executive Director of the
Department of Local Affairs is the recipient of &épations from local governments of a
development plan. However, effective January 9,718ll decisions concerning the
designation or termination of enterprise zonesarstipns thereof are made by the Colorado
Economic Development Commission. The Departmehbotl Affairs activities and
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involvement in the overall administration and opieraof Enterprise Zones are tangential to
that of the Office of Economic Development.

Costs and Savings from Complying with Specific 8dhd Orders

7.

What are your department's anticipated costs, antipated savings, and potential
benefits from complying with Executive Order D 02807, Authorizing Partnership
Agreements with State Employees?

The administration of the partnership agreemeritneil require the expenditure of any
additional state dollars. Departments will conéinia spend time supporting state
employees, and as has been the case in the paspiport will be absorbed into existing
budgets.

Provide an estimate of the costs your department Wincur in FY 2007-08 in carrying
out the provisions of H.B. 06S-1023. Provide antawate of your department's savings
in FY 2007-08 as a result of not providing servicet® individuals who are in the
country illegally.

The Department has established a policy and theopppte forms to verify the lawful
presence of any individuals participating in aféetprograms. Implementation has not been
problematic because most of the program particgard legal entities. There are no
additional costs anticipated in FY2007-08. Theeere savings anticipated in FY2007-08.

Decision ltem Priority #1

9.

Please describe the proposed “Livability Counts” dot program, and how the
requested $100,000 General Fund would be used.

The “Livability Counts Initiative” is a new collalpative approach to enhance the vitality of
Colorado’s communities. Livability Counts is basedthe Oregon Solutions model, an
approach that was begun in 2001 by Governor Joteh#&ler (D) and redefined/reshaped
by current Governor Ted Kulongoski (R). The praceentifies a particular community
problem that needs to be solved and then pullghegeesources from the governmental,
community, non-profit and private sectors to fingodution. The Department has started to
develop a framework specific to Colorado that tegg®lutions to community sustainability
challenges. The Livability Counts Initiative se@&senhance the local quality of life
infrastructure defined as environmental qualitgngportation options, economic
opportunity, housing availability and stronger salso

10.Would any of the requested funds be used for congirlg services?

If the local project participants determined there was a need for some specialized
service — for instance, engineering, environmemtarchitecture services — which could not
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be obtained without a contract, then those kindspetialized services would be eligible to
be paid from funds granted by the state. Nonde®ftéquested funds will be used for project
management or generic consulting services.

11.How would the proposed pilot program relate to othegrant programs being
administered by the Department?

This program will initiate a new way to address thatiplicity of needs in local
communities. Initially, it will be a focused, pilprogram to allow all parties to evaluate the
program’s effectiveness and work out issues tha¢arThe General Fund request would
allow for the widest possible use of these fundscmmunity problem-solving to increase
livability. The longer term concept would be todgtate other programs, to every possible
extent, into this process. Rather than fragmestaid investment in Colorado communities,
the Livability Counts framework would allow a hdisapproach to addressing the needs of
Colorado’s localities. Within four years, the Depaent will include the programs and
expertise of other state agencies as well as pmatrnments and private sector partners to
strengthen the ability to address a multitude ofgmts and needs throughout the state. The
framework will help us leverage our scarce staseueces and solve important community
problems.

12.Why is the Department requesting General Fund money/for the proposed pilot
program, rather than using other available source®f funds (e.g., severance tax
revenues, federal mineral lease revenues, federab@munity Development Block
Grant funds)?

At this point, the other grant programs in the Dépant are required, by federal or state
law, to only address eligible projects. The GehEumds requested provide the opportunity
to address projects, or elements of projects, fackvother funds are ineligible.

13.What type of measurable outcome can we expect froexpenditure of the $100,000
General Fund requested?

The Department will evaluate applications from camnities to determine that they meet
three or more of the 10 factors identified to addrévability issues in communities. The ten
factors are:

1. A resilient economy that provides a diversitygobd economic opportunities for all
citizens.
2. Workers whose knowledge and skills are globatiympetitive, and supported by

life-long education.

Independent and productive citizens.

Youth who are fully supported by strong familéesl communities.

Downtown and main streets are vital and active.

Efficient development that saves infrastruciok@stments and natural resources.
Available and quality affordable housing.

Noohkow
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8. Healthy urban and rural watersheds and spebigsdance and diversity.

9. Clean and sufficient water for human and natusal

10. Efficient use and reuse of resources, and editiuin of harmful toxins in the
environment.

Participation in the program will be based on a gamity’'s commitment to the project, the
number of factors addressed by the project, antbtigeterm sustainability of the project.
After completion of each project, the Departmenit determine the effectiveness by
monitoring the ability to address the livabilityctars and the ability of the community to
sustain the project for more than 2 years.

Mineral and Energy Impact Assistance Program

14.Please describe the Department’s current approaclotevaluating the social or
economic impacts of mineral development when priotizing and awarding grants. For
example, does the Department consider communities which coal-fired boilers are
operating “impacted” and thus eligible for grants? In addition, please describe any
anticipated changes to your approach to evaluatinthese impacts.

The statutes for the Local Government Severance=tiaxl and the Local Government
Mineral Impact Fund specify that the funds be ‘filistted to those political subdivisions
socially or economically impacted by the developmprocessing, or energy conversion of
minerals and mineral fuels”. Coal fired powermpsaare clearly covered under “Energy
conversion” and where coal fired boilers exist, department has provided $8.6 million
over the last five years to local governments. ufnber of communities have received
funds on the basis of impacts from power plants,gyacessing plants, pipelines and
railroads related to the processing and conversioninerals on the way to consumption.

In the process of improving our communicationsg@arency and accountability to the
broad community of stakeholders in these prograveshave initiated closer coordination
with other state agencies involved in the planmng regulation of the processing,
conversion and transportation of minerals. Formga: the Department has recommended
and the 2007 Interim Committee on Allocation of &@wce Tax and Federal Mineral Lease
Revenues has endorsed, the inclusion of a repetsenof the Department of Public Health
and Environment on our advisory board.

15. Please discuss the Department’s current practicesith respect to requiring a local
financial match for a state grant. In addition, pkease describe any anticipated changes
in local match requirements.

The local match criteria serves two fundamentappses:
1) To multiply or leverage the support providedtbg state’s impact assistance
funds; and
2) To demonstrate local government commitment aradify.
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Through departmental staff involvement with locaVgrnments, we have an understanding
of the financial condition of the applicants, tlwemplex mix of local, regional and state
priorities around a project, and the likely sucagfsthe proposal. Active discussions are
underway with department staff and with Energy Etideral Impact Advisory Committee

to evaluate the match guidelines and new guidelk$e issued by June 2008.

16.Please discuss how the Department is respondingttte recommendations included the
October 2007 State Auditor’'s performance audit conerning the Mineral and Energy
Impact Grant Program. Specifically, identify thoseareas where you anticipate needing
to either request additional resources or re-direcexisting resources in order to fully
implement the recommendations. If applicable, plese discuss the source of funding
you anticipate requesting.

The reports of the State Auditor have been verglyrand useful in our efforts to improve
the performance of this local government finang@nggram. With the large increase in oil
and gas production in Colorado we have seen a 3008ase in our project workload over
the last five years. There has been no correspgndanease in staffing. To some degree the
many issues raised in the Auditor's reports retleetresults of this major increase in
workload. To better administer these funds, to [datheir use on a pro-active basis in
coordination with state, local and federal agendieicrease reporting and accountability,
and to conduct post-project evaluations, we may neeonsider staff resources as part of
the solution.

During FYs 1997 - 2002, the average number of grpat year was 162. At that time, and
for many years previously, the staffing for thergsaprogram was appropriated at 6.0 FTE
with 1.0 Program Administrator and 5.0 staff toqess contracts and payments and monitor
awarded projects. For FYs 2003 - 2007, the avenag&er of grants per year increased to
309 - alImost double the workload. However, thefistaffor the program was not increased.
The changes recommended by the auditors requifangtto the earlier staff/grants ratio.

The audit indicates that this would allow the peogrto increase monitoring and oversight
while improving the accuracy and timeliness of cacttand payment processing. From a
historical perspective, it seems appropriate thatent funding from the Severance and
Mineral Impact Funds could continue to be usedhenftiture.

Disaster Emergency Fund

17.Joint Budget Committee staff is recommending thattie FY 2008-09 Long Bill either
include a rounded dollar amount for the “Disaster Response and Recovery” line item
(e.g., $5,000,000), or exclude the line item altaber. Does the Department support
either of these changes? Why or why not?

Either of these solutions would be acceptablahdfline item is eliminated, it would reduce
the occurrence of excess appropriated spendin@iatyth The Department would commit to
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providing information on the federal and state ®iedpended for any disasters and
emergencies in the prior state fiscal year asqddate budget submission each year.

18.Joint Budget Committee staff is recommending thattie Committee consider including
a footnote in the FY 2008-09 Long Bill requestinghat the executive branch provide
information to the Joint Budget Committee annuallydetailing transfers to and
expenditures from the Disaster Emergency Fund. Pése work with the Governor’s
Office and advise the Committee on the most appropate and efficient way to collect
this information (i.e., which agency is in the begposition to provide the information,
and what level of detail could be provided annuall9).

At this time, all funds that are expended from Eheaster Emergency Fund are expended
through the Department of Local Affairs, even iéyhare subsequently transferred to
another state agency. Also, all federal funds paitie state for any federally declared
disaster are paid through the Department of Lod¢&li’s. Therefore, the Department would
be able to provide reports on the transfers anémifures from the Disaster Emergency
Fund plus information on all federal funds spemtdach occurrence.

19. Please detail changes in federal funds anticipated be available to the Department in
FY 2008-09, by funding source or grant.

At this time, based on the information in the NobemZ' Budget Request, the following
are the major federal funding changes anticipated¥ 2008-2009.

Ongoing Federal Grants:

HUD: Anticipated increase of $425,855

CDBG: Anticipated increase of $518,221

CSBG: Anticipated increase of $21,296

FEMA: Anticipated decrease of $3,750,000 - NaignCompetitive -
Estimating less funding available in FY08-09

Homeland Security: Anticipated decrease of $1®2b,

One-time receipt of Federal Grants in FY07-08:
Pub Safety Interop Comm — PSIC: $14,336,638

The Department will be able to provide more upd&stiimates of federal grant funding by
late January and would be happy to forward tha ttathe Committee and staff at that time.
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